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This Newsletter now forms part of the Insurance Gateway site (www.insurancegateway.co.za) under the Resources section headed Pretium Compliance Corner. They have had a few teething problems with the format and it is currently best printed as the on line version does not read to easily unless you’re quite computer savvy.


UMA’s - by the time you read this we will have had a meeting with the FSB on the latest thinking on UMA’s and Representatives – we will keep you posted if anything significant comes of this meeting.

Financials – well we have had a few differing opinions on the submission of these in the last few weeks and those of you with a 28th February year end will have been messed around the most.

To clarify – once licenced your financials need to be submitted to the FSB within 6 months of your year end. There are no exceptions (we have been told). 

These can be submitted by you, your auditor/accountant or ourselves. They need to be posted or delivered as fax copies will not be accepted. We have already provided you with the published guidance notes for your accountant/auditor and we suggest you pass these on to them with specific instructions on the 6 month time frame. If you would like us to pass on these notes please send us written confirmation to do so.

Useful information on Business Interruption – see August COVER magazine article by Daniel Torpey and  Daniel Lentz Partners in Global Investigations & Dispute Advisory Services, and David Barrett, Partner in Latham & Watkins LLP Litigation Department  - p29. What we found the most useful is a list of the “The Top10 disputed issues” – make sure you cater for these issues in your needs analysis.

We have often highlighted issues that can affect you from the “electronic age” – August COVER magazine - p62 has a very relevant article on the risks of accidentally deleting your e-mail records – where you are likely to have large volumes of information – read and be informed and warned.


Promotion of Access to Information Act – by now you should have completed your manual and submitted it to the HRC and for those of you with a web site had it posted on yours. If not we suggest you do so urgently – if you still need help give us a call.

Legal cases:

The articles by the Short-term Ombud in August’s COVER deal with the losses occurring in the period of credit at the start of a new contract. Be aware of the clients’ rights.
He also deals with the “live in partner” problem in the domestic policy and ruled that the partner and belongings would be covered- obviously subject to sums insured etc. How many of you ask this question when doing a personal lines analysis- do you know?
The latest LOA S reference hearing results are also listed in this months COVER magazine

Don’t forget our special subscription rates available for your COVER subscription as a Pretium client.

Do you want to educate your clients? A book has just been published under the heading “The layman’s one hour guide to total personal financial planning” written by Nico Swart, head of personal financial management at UNISA. Its 40 pages retailing at R30 – or cheaper with orders of 100 plus. If you are interested in using these as a corporate gift contact F&A News (editor@fanews.co.za) who have organized the offer, which expires at the end of September.


SAIA Approved – if you have not already subscribed to this organizations newsletter do your self a favour and do so. Also take a look at the website (www.saia-approved.co.za). As a broker you would be well advised to have access to details of those service providers that have been approved by this initiative and to pass on details to your clients as and when needed.

You will be aware that we have recommended the development of a staff code of conduct that embraces the key aspects of the FAIS Act. Having now started to compile the annual FSB report it is clear the FSB are viewing this issue with a high level of importance and as such we believe we need to upgrade our original draft by the inclusion of the following item;

Never use coercive tactics when dealing with a client, nor ask them to waive any rights granted by any legislation”

If anyone needs the full draft code please send us a request.

This is an aspect we will be following up on in future audits.

Changes to the Companies Act – a draft Bill has been tabled that looks to tighten up on the financial reporting of companies governed by the Companies Act. As with all new legislation large fines are proposed for non compliance. It would also likely mean more work for the auditor and we assume more fees for the company. There are other aspects dealt with, many related to listed companies.  
 

Remember that any new Key Individual needs approval by the FSB BEFORE they take up their duties – this currently takes 6-8 weeks (although the FSB are working on reducing this as quickly as they can – we are told) so plan ahead and always make any appointment conditional upon this FSB approval – just in case.

Annual FSB reports – we have now got the software from the FSB to enable us to start processing our first batch of annual reports for those of you with a 28th February year end. We have until the end of October to complete this task. We will be providing you with a copy prior to the submission as you need to both understand the content and sign the document.  You will hear from us shortly.

Licence changes – when we process any kind of amendment to your licence the FSB will send you a formal acknowledgement from them – a copy of such letters would be appreciated as the FSB do not write to us at all which makes things a little frustrating for us. Where payments are needed the FSB do not issue invoices beforehand – they rely on the fact that the fees are gazetted and available on their web site should you need proof for your accountants. A list of the current fee structures are as follows:

· Changes of Name 

-
R150

· New Key Individuals

-
R150

· Variation of products

-
R750

· Change of Compliance Officer
-
R300

· Change of Auditor

-
R150
These fees should ideally be paid directly to the FSB by EFT and proof sent to us for use in the updating process.

We had a very useful meeting with the FSB last week. Various topics were discussed but one of the most important was the issue of UMA’s and administrators and their ability to own and/or have a relationship with a broker. Effectively the Short Term Act prohibits a UMA/administrator from having such a relationship.   The FSB seem to feel strongly on this matter and expect compliance officers to disclose where such relationships exist as part of the annual FSB report. We were told that specific examples of such relationships will be investigated by them shortly.

This clearly will have an impact on some of our clients and we will be  discussing this with those of you where applicable.


Communication from the FSB – we have always felt that the FSB should direct queries relating to the maintenance of your licence to us.  They have advised us that this will only be possible where the contact person on your licence is stated as ourselves.  Whilst this may have some benefit to us we would need to apply for such a change and need your written permission to do so. If you feel we would be the best contact person then please discuss this with us so we can make the necessary arrangements.


A new generic market product for a new market

The SAIA committee dealing with one of the aspects of the Financial Services Charter has recommended the creation of a generic personal lines product aimed at the emerging market with a view to allowing ease of access to financial services not previously that accessible to them.

Whilst the product has yet to be designed it is likely to include:
· Household contents (basic risks only)

· All risk

· Home owners

· Personal accident

· Credit insurance

· Private motor

· Cell phone

· Group schemes

· Legal expenses

The use of the Mzansi platform created by the banking sector to give the same target market access to banking facilities is being discussed for both naming and premium collection purposes.

Whilst use of this product will not be compulsory as each member will be able to design their own, we believe it is likely many insurers will go this route, at least initially. The insurers will attain various positive scores within the Charter for entering this new market so we expect most personal lines insurers to do so.  

No time frames are being published as to completion dates but if you want to gear up for real new business now is the time – but take note – the product will have to take account of language issues, distribution channels and premium collection being non traditional.

Take this news with the summary of a study done by UCT, details of which appear in the July COVER that deals with how poor households use their income and you will see why this new product will need non traditional selling to really work.


IGF joining the 21st Century

The IGF have announced that a new web site will be up and running with the next two months that will allow downloads of all necessary documentation and notices and thus speedup the whole process of application and renewal. Long overdue as we see that renewal of a guarantee generally only takes place many months after renewal – just as well they are not bound by FAIS.

The IGF have also announced that the maximum amount of a guarantee will be increased from the current R50M to R100M over the next 5 years. However as there are only 17 brokers who currently sit on the R50M maximum at the moment we don’t think you need to worry too much.  

The July edition of COVER also has an article on the IGF, specifically the renewal process that should be followed to ensure an extension of renewal can be achieved. For what it is worth we believe life would be even easier if the IGF renewal were 7 months after your financial year end – that’s 6 months to get the financials, as prescribed by FAIS, and another month to get the renewal documentation done – then we do not need extensions and cancellation letters.   

National Credit Bill

We have written this topic before. It seems likely that this Bill will become an Act early in 2006. There are still 2 major issues that the insurance industry has with the Bill and hoping to have amendments made, these are:

· The fact that credit insurance only be sold on the basis of the outstanding loan value and any required “top up” be sold separately. The increased admin and resultant costs due to this is of concern

· The Bill does not allow upfront premiums to be charged and enforces a monthly payment structure. Once again increased costs and admin are being sited as negatives to both the provider and the client.

The insurance industry wants to have the Bill amended so that such provisions are only applicable where no choice is given to the client. Although the choice issue is felt to be a particular problem when it comes to mortgage protection covers where the financial institution want the widest possible cover and a full choice situation may lessen the cover provided and thus the protection to the finance institutions asset. 

Lets see what happens.


FAIS Spin offs

Two recent announcements by insurers, one short term and one life, are direct spin offs form the greater awareness on consumerism that FAIS has generated and how these insurers are using this as the marketing tool it can be.

Sanlam have appointed an internal ombudsman – an ex Judge and Rector/Vice Chancellor of RAU – that’s one hell of a complaints procedure.

Auto & General have issued a Bill of Rights for customers complete with penalties payable by A&G if such Rights are not achieved. Interestingly they state in the article detailing this launch in COVER that “they (broker) will have the responsibility of conveying the relevant information about the Bill to their clients…” Best you ensure your Record of Advice reflects this if A&G is on your quoted panel.     


Education:

The College of Insurance, in conjunction with the Financial Planning Institute, has officially launched the Financial Planning and Wealth Management program. It offers NQF 4 and 5 qualifications and once completed will allow the successful candidate to be a the FPI (Level 4) and a Registered Financial Planner (Level 5) 

Diagonal Insurance Academy are marketing a discounted short term NQF 4 30 credit course in the major centres of Johannesburg, Pretoria, Cape Town, Durban and Bloemfontein for R800 plus R200 for a one day orientation course. This price applies to IBC members. Contact Melanie Roberts @ 011 348 8059 or e-mail Melanie@diagonalgroup.co.za

The proposed exam dates for the IISA exams in 2006 are 14th – 17th March, 6th June and 5th – 8th September. So plan your dates now – remember if you were licenced early in 2005 and have done nothing this year 2006 will be the last chance if you are aiming for personal lines accreditation.

If you are writing COP or ICiBS and have assignments to do the submission dates to qualify for these exams are as follows:

· March Exams

3 December 2005

-
Due date 1st assignment

10 January 2006

-
Due date 2nd assignment

1 February 2006

-
Closing date for re-submissions

14 – 17 March 2006
-
Examinations

· June Exams

7 March 2006

-
Due date 1st assignment

11 April 2006

-
Due date 2nd assignment

2 May 2006

-
Closing date for re-submissions

6 June 2006

-
Examinations

· September Exams

5 June 2006

-
Due date 1st assignment

10 July 2006

-
Due date 2nd assignment

1 August 2006

-
Closing date for re-submissions

5 – 8 September 2006 
-
Examinations
If you are thinking of doing a full workplace skills plan for your organization the deadline for the next submission is the 30th September 2005. A template to assist is available on the INSETA website (www.inseta.co.za) – this is a big task – be warned.

The time frames to achieve the required educational standards should be well known by now: 2 years for personal lines and 3 years for commercial, life/investments and health. It is however important to realize that this “clock” starts to tick from the date of original registration as a KI or Rep and not from the date of appointment should this be after the FSP was licenced. It is therefore important to get details of previous employment since October 2004 and when any previous employer was originally licenced and start counting from there.

The latest IISA college courses are detailed in the latest edition of COVER p81. 

Damelin has the following remaining assessment dates for 2005:-
FAIS 1

20 September 2005   (Closing date 5 September 2005)
FAIS 2

8 November 2005    (Closing date 24 October 2005)

Damelin now have full qualification options for Short term personal and commercial lines, long term Categories B & C and a Retail Insurance product aimed at FSP’s involved in aspects such as call centres, motor dealers etc. Visit  www.dsb.co.za for full details of the various programs.

Pretium Services make every effort to ensure the soundness and accuracy of the contents of this Newsletter however, we cannot take any responsibility for the consequences of any actions based on information or recommendations contained herein.  You are advised to consult us for any specific assistance you or your staff may need before basing a decision on any information in this publication.
Should you wish to unsubscribe to this newsletter, please email Faeeza@pretium.co.za
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Some of you have come back and let us know that you have been unable to print our previous newsletters. We have listened and have changed our version to a word format, which we trust will be more user friendly.  








INTRODUCTION





THIS MONTH’S TOPICS








The FAIS Ombud does have teeth – You may have seen in the press details of the first “big fish” to get a taste of the FAIS Ombuds rulings.  Nedbank was ruled against twice in a short space of time.  Interesting to see that amongst the “charges” on the 2nd case was non disclosure of commission and other charges and getting a form signed before it was completed.   Basic errors.
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